
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

I n  t h e  Matter of: 

AN INVESTIGATION OF TOLL AND ) 
ACCESS CHARGE PRICING AND TOLL 1 
SETTLEMENT AGREEMENTS FOR ) CASE NO. 8838 
TELEPHONE UTILITIES PURSUANT 1 
TO CHANGES TO BE EFFECTIVE 1 
JANUARY 1, 1984 1 

O R D E R  

On May 31, 1984, t h e  t e s t i m o n y  and  e x h i b i t s  of t h e  

t e l e p h o n e  compan ies  w i t h  regard to  t h e i r  p r o p o s e d  access c h a r g e s  

were o f f e r e d  and  cross-examination t h e r e o n  was c o n d u c t e d .  I n  a n  

e f f o r t  to  e x p e d i t e  t h e  p r o c e e d i n g  and  to avoid r e q u i r i n g  a s e c o n d  

d a y  of cross-examination, a number of q u e s t i o n s  were o m i t t e d  o n  

the basis t h a t  they would be requested i n  written form at a later 

date. 

IT  IS  THEREFORE ORDERED that telephone c o m p a n i e s  having 

t o l l  s e t t l e m e n t s  based o n  costs' s h a l l  f i l e  a n  o r i g i n a l  and 15 

copies of t h e  f o l l o w i n g  i n f o r m a t i o n  w i t h  t h e  Commission n o t  l a t e r  

t h a n  10 days af te r  t h e  d a t e  of t h i s  Order. Each copy of t h e  data  

requemtad mhould be placed i n  a bound volume w i t h  o a c h  i t e m  

tabbed. When a number of sheets are r e q u i r e d  for an i t e m ,  e a c h  

sheet s h o u l d  be a p p r o p r i a t e l y  Indexed, for example  I t e m  1 (a), 

S o u t h  C e n t r a l  B e l l  T e l e p h o n e  Company 
C o n t i n e n t a l  T e l e p h o n e  Company of Kentucky 
G e n e r a l  T e l e p h o n e  Company 
C i n c i n n a t i  B e l l  T e l e p h o n e  Company 



S h e e t  2 of 6. I n c l u d e  w i t h  e a c h  r e s p o n s e  t h e  name of t h e  w i t n e s s  

who w i l l  be responsible for r e spond ing  t o  q u e s t i o n s  r e l a t i n g  to 

t h e  i n f o r m a t i o n  provided.  C a r e f u l  a t t e n t i o n  s h o u l d  be g i v e n  to 

copied material  to  i n s u r e  t h a t  i t  is l e g i b l e .  

I T  I S  FURTHER ORDERED t h a t  a n y  company n o t  able to r e s p o n d  

to  t h e  q u e s t i o n s  i n  t h e  a l lo t ted  time s h a l l  f i l e  a Motion  for  a n  

e x t e n s i o n  of t i m e  and  a n  e x p l a n a t i o n  w i t h  t h e  Commission prior to  

t h e  d u e  date .  S i n c e  f u r t h e r  c r o s s - e x a m i n a t i o n  is t o  commence J u l y  

31, 1984,  a n y  e x t e n s i o n s  of t i m e  w i l l  of n e c e s s i t y  be l i m i t e d .  

1. a. H a s  t h e  Company c o n d u c t e d  a n y  s t u d i e s  to d e t e r m i n e  

t h e  precise r e l a t i o n s h i p  be tween  i n t e r s t a t e  costs of access and 

in t ras ta te  costs of access? If n o t ,  wha t  is needed  t o  make t h e s e  

determinat ions? 

b. Has t h e  Company c o n d u c t e d  a n y  s t u d i e s  t o  d e t e r m i n e  

the precise r e l a t i o n s h i p  between i n t r a s t a t e  i n t e r l a t a  costs of 

access a n d  i n t r a l a t a  costs of access? I f  n o t ,  a g a i n  describe wha t  

is n e c e s s a r y  t o  make t h i s  d e t e r m i n a t i o n .  

c. If j u r i s d i c t i o n a l  cost separations resul t  i n  a 

greater per u n i t  cost b e i n g  a s s i g n e d  to  t h e  i n t e r s t a t e  

j u r i s d i c t i o n  t h a n  t o  t h e  i n t r a s t a t e ,  w o n * t  a r a t e  based upon 

p a r i t y ,  overstate i n t r a s t a t e  costs? 

d .  IS it y o u r  belief t h a t  rates m u s t  e q u a l  costs to 

d i s c o u r a g e  bypass? 

e. I f  p a r i t y  w i t h  i n t e r s t a t e  accese c h a r g e s  resul ts  i n  

rates e x c e e d i n g  i n t r a s t a t e  costs, and  t h u s ,  bypass wou ld  n o t  be 

expected to be discouraged t h e r e b y ,  how t h e n  does t h e  company 

b e n e f i t ?  
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2. a. Is t h e  company 

NTS costs are b e i n g  recovered 

aware of how much of its i n t r a s t a t e  

i n  i ts i n t r a s t a t e  t r a f f i c  s e n s i t i v e  

access c h a r g e  rates? Please provide t h e  figure if it is 

a v a i l a b l e .  

b. Row long does your company ant ic ipa te  it w i l l  t a k e  

to adopt t h e  p a r i t y  c o n c e p t ?  Does t h e  company e n v i s i o n  a c h a n g e  

i n  i ts end  u s e r  charge e a c h  y e a r  along w i t h  t h e  FCC c h a n g e s ?  

C. Would you f i l e  a m i s c e l l a n e o u s  t a r i f f  or a rate 

case to implement  t h o s e  c h a n g e s ?  

d .  What support would be provided w i t h  s u c h  a f i l i n g ?  

e. Row would you propose t h e  r e v e n u e  e f f e c t  of s u c h  a 

change  be handled? 

f .  Does the company a n t i c i p a t e  i n d e p e n d e n t  development 

of i n t r a s t a t e  access c h a r g e s  or is the company c u r r e n t l y  in t h e  

process of developing such c h a r g e s ?  I f  i n  t h e  process, provide 

s t u d y  p l a n .  If n o ,  wha t  t i m e f r a m e  is a n t i c i p a t e d  before s u c h  a 

s t u d y  can be c o n d u c t e d ?  

3. a. Ss it t h e  company's proposal to mirror a l l  aspects 

of its i n t e r s t a t e  access c h a r g e  rate structure? 

b. To the extent there are devia t ion8  from t h a t  

proposal please i n d i c a t e  t h e  n a t u r e  and  amount  of t h o s e  

differtncte. 

4. a. Has your company c o n d u c t e d  s t u d i e s  to determine 

w h e t h e r  t h e  i n t r a s t a t e  and  i n t e r s t a t e  t r a f f i c  s e n s i t i v e  costs of 

s w i t c h i n g  a n d  t r a n s p o r t  are i d e n t i c a l ?  

b. 1s it true t h a t  y o u r  company has its own company 

specific c h a r g e s  for t r a f f i c  s e n s i t i v e  costs? 
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e. In its access charges proceedings the Florida 

Commission required a statewide uniform traffic sensitive and non 

traffic sensitive access charges and an overall pooling 

arrangement with all exchange companies receiving approximately 

t h e  same level of revenue as they would have received under the 

former separations and settlements agreement. Florida's rationale 

for this was to avoid the short-run revenue dislocations 

associated with deaveraging costs and ultimately, toll rates, with 

a slower movement toward these effects over a transition period. 

In your opinion should the Kentucky Commission adopt a similar 

course of action? Explain? 

d. SCB should  calculate and provide what the 1984 

intrastate access charge revenue would be under a) statewide 

uniformity, b) NECA uniformity versus the revenue level using 

company specific traffic sensitive access t a r i f f s  (baeed on cost) 

and c) NECA uniformity versus the anticipated 1984 intrastate 

access revenue under the prior intrastate settlement arrangements? 

e. What percent of your intrastate access charge 

revenue is traffic sensitive? What percent is billing and 

collection? What percent is non traffic sensitive? What percent 

is leasing of interexchange facilities by interexchange carriers? 

What is t h e  expected (forecaeted) 1984 total accesB charge revenue 

and how much contribution over and above cost does this provide. 

5. Do you have any specific objections to statewide 

average t o l l  schedules in t h e  f o r e s e e a b l e  (2-3 years) future? 



6 .  a. How will t h e  c h a n g e  i n  pr ivate  l i n e  a n d  F X  service 

rates to  access c h a r g e s  a f f e c t  t h e  document . E a t h a t e d  1984 

Kentucky MTS/WATS SETTLEMENTS" f i l e d  ear l ier  i n  t h i s  case? SCB 

s h o u l d  ref i le  this e x h i b i t  w i t h  t h e  c h a n g e s  i n  p r i v a t e  l i n e  and F X  

services reflected. 

b. The recent Order entered In A d m i n i s t r a t i o n  Case No. 

273 a l l o w e d  t h e  c u r r e n t  i n t r o d u c t i o n  of i n t e r l a t a  t o l l  c o m p e t i t i o n  

b u t  d i d n ' t  c u r r e n t l y  a u t h o r i z e  i n t r a l a t a  t o l l  competition. 

Therefore, s i n c e  n o  real c h a n g e  ( e x c e p t  WATS resellers) is 

o c c u r r i n g  i n  t h e  i n t r a l a t a  t o l l  marke t ,  in y o u r  o p i n i o n  w o u l d  i t  

be feasible a n d  prac t ica l  to  r e t u r n  to  a n  i n t r a l a t a  s e t t l e m e n t  

process t h e  same a s  t h a t  e f f e c t i v e  prior to 19841 Describe the 

r e a s o n s  for y o u r  answer .  

7 .  SCB s h o u l d  p r o v i d e  t h e  f o l l o w i n g  s c h e d u l e s  u s i n g  1984 

as  t h e  test y e a r  showing on  a per company bas i s  t h e  effect of 

r e t u r n i n g  to  t h e  s e t t l e m e n t  a r r a n g e m e n t  for the i n t r a l a t a  marke t  

w h i l e  k e e p i n g  t h e  i n t e r l a t a  on t h e  access c h a r g e  method: 

a. Using  t h e  6 . 5 ~  carrier common l i n e  (4.61# Gen T e l l  

u n d e r  t h e  i n t e r i m  p l a n  w i t h  a make-whole p r o v i s i o n  for t h e  a v e r a g e  

s c h e d u l e  compan ies .  Show s e p a r a t e l y  t h e  a d m i n i s t r a t i v e  costs 

associated w i t h  t h e  i n t r a l a t a  s e t t l e m e n t .  

b. Using t h e  same parameters as "a" above  w i t h o u t  any 

make-whole p r o v i s i o n  ( b i l l  and  keep on i n t e r l a t a ) .  

c. Using  t h e  new p ropoaed  t a r i f f s  with t h e  r e d u c t i o n  

i n  t h e  carrier common l i n e  for i n t e r l a t a  access and t h e  i n c l u e i o n  

of the e n d - u s e r  m u l t i - l i n e  e n d - u s e r  access c h a r g e  e l e m e n t s  w i t h  a 

make-whole p rovis ion  for t h e  a v e r a g e  s c h e d u l e  companies. (Any 
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o t h e r  c h a n g e s  i n  the access charges s h o u l d  be reflected.) 

d. The same as *c.  w i t h o u t  t h e  make-whole provision 

(i .e. 8 b i l l  and  keep). 

All of the above should use the same demand q u a n t i t i e s  

as provided i n  t h e  e s t ima ted  1984 Rentucky  MTS/WATS SETTLEMENTS 

SCHEDULE. p r o v i d e d  ear l ier  i n  t h i s  case. If c h a n g e s  i n  the 

est imated demand q u a n t i t i e s  have b e e n  made, t h e  o r i g i n a l  s c h e d u l e  

and t h e  4 additional s c h e d u l e s  s h o u l d  be s u b m i t t e d  a n d  any changes 

s h a l l  be separately identified. 

8 .  a. If t h e  Commission s h o u l d  adopt a complete “ b i l l  and 

keep system.. does your company favor a h i g h  cost f a c t o r  similar 

to  t h e  FCC’s p l a n  to  c o m p e n s a t e  h i g h - c o s t  companies? 

b. Do you h a v e  a n y  o t h e r  a l t e r n a t e  r ecommenda t ions  

(besides t h e  FCC‘s) i n  l i e u  of t h e  h i g h - c o s t  fund? 

c. Has t h e  company any p l a n s  t o  e a r m a r k  t h e  r e v e n u e  

collected through t h e  h i g h  cost  and  USF component  collected to be 

u s e d  to  preserve u n i v e r s a l  service? Describe these p l a n s .  

d. Who i n  your o p i n i o n  s h o u l d  a d m i n i s t e r  this fund? 

(SCB. dl Special KECA. Or other) 

e. Should  an i n t r a s t a t e  h i g h  cost or USF fund be 

collected t h r o u g h  chargea to t h e  i n t e r e x c h a n g e  carriers as it is 

w i t h  t h e  FCC plan or by other means? (Describe). 

f .  Does your company have a n y  plans or s t u d i e s  

underway r e g a r d i n g  a l i f e l i n e  s u b s i d y  - i f  and _I_ when i n t r a s t a t e  

r e s i d e n t i a l  end user c h a r g e e  are implemented?  



. 

g. Does t h e  company a n t i c i p a t e  t h a t  I t  will ever 

propose access rates which r e c o v e r  all o f  the costs of access 

(NTS) on t h e  end users? If yes, over what transition period does 

the company currently e x p e c t  t h i s  to o c c u r ?  

9. In y o u r  t a r i f f s  you are p r o p o s i n g  (by m i r r o r i n g )  a 

premium a c c e s s  charge o n  ATTCOM. H a s  your company any  p l a n s  to 

earmark t h e  r evenue  collected from t h e  premium access charge t o  be 

used for t h e  p r e s e r v a t i o n  of u n i v e r s a l  s e r v i c e ?  Can t h i s  be 

i d e n t i f i e d  by company? 

Done at F r a n k f o r t ,  Kentucky, t h i s  13th day of July, 1984. 

PUBLIC SERVICE COMMISSION 

 or the C a m l e s i o n  v 

ATTEST: 

Becte tar y 

Y 


